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Mayor Pro Tem
Angela Diggs Jackson
“The Family City” Council Members
Michael M. Seligson
Paul H. Levine

Saundra Crawford, Director of Finance Emile J. Duplessis

January 23, 2013

To the Honorable Mayor, Members of the City Council, the City Manager,
and the Citizens of the City of Oak Park, Michigan

The comprehensive annual financial report (CAFR) of the City of Oak Park (the "City") for the year
ended June 30, 2012, is hereby submitted as mandated by the City Charter, Section 9.8, and state
statute, Public Act 2 of 1968. The City Charter and state statute require that the City issue annually a
report on its financial position and activity, and that this report be audited by an independent firm of
certified public accountants. The financial statements and supplemental schedules contained herein
have been audited by Rehmann Robson, Certified Public Accountants. Responsibility for both the
accuracy of the data, and the completeness and fairness of the presentation, including all disclosures,
rests with management. To the best of our knowledge and belief, the enclosed data are accurate in all
material respects and reported in a manner that presents fairly the financial position and results of
operations of the various funds and component units of the City. All disclosures necessary to enable
the reader to gain an understanding of the City activities have been included.

The comprehensive annual financial report is presented in three sections: introductory, financial, and
statistical. The introductory section, which is unaudited, includes this letter of transmittal, an
organizational chart and a list of the City's principal officials. The basic financial statements include
the government-wide financial statements and fund financial statements as well as the independent
auditor's report on these financial statements. The required supplemental information includes
management’s discussion and analysis and information on the pension and other employee benefits
plans. Other supplementary information includes combining and individual fund financial statements
and schedules. The statistical section, which is unaudited, includes selected financial and
demographic information, generally presented on a multi-year basis.

Generally accepted accounting principles require that management provide a narrative introduction,
overview, and analysis to accompany the basic financial statements in the form of management’s
discussion and analysis (MD&A). This letter of transmittal is designed to compliment MD&A and should
be read in conjunction with it. The City’s MD&A can be found immediately following the report of the
independent auditor.

The Reporting Entity and Services Provided

The City has defined its financial reporting entity in accordance with the pronouncements of the
Governmental Accounting Standards Board (GASB). The City includes all the funds, agencies, boards,
commissions, and authorities that are controlled by or dependent on the Mayor and City Council.
Based on these criteria, the Municipal Building Authority, Brownfield Redevelopment Authority, and
Economic Development Corporation have been included in this report.

13600 Oak Park Boulevard, Oak Park, Ml 48237 Phone: 248.691.7546  Fax: 248.691.7157 TDD: 248.691.7174 www.ci.oak-park.mi.us
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The City provides a full range of services including police and fire protection; sanitation services; the
construction and maintenance of highways, streets and infrastructure; planning and zoning; library
services; and recreational activities and cultural events. In addition, water and sewer services are
provided under an enterprise fund concept, with user charges set by City Council to ensure adequate
coverage of operating expenses and payments on outstanding debt.

Local Economy and Governmental Structure

The City of Oak Park is located near the southeast corner of Oakland County in southeast Michigan,
and approximately 3.5 miles from Macomb County and adjacent to the northern boundary of the City
of Detroit. The City contains approximately 5.5 square miles with a population of 29,319 persons as
reported by the U.S. Bureau of Census for 2010.

The City operates under the Council-Manager form of government as established in its charter adopted
October 29, 1945. The City Council is comprised of a Mayor, elected at-large every two years, and four
Councilmembers, two elected at-large every four years. The City Council is responsible for enacting
ordinances, resolutions and regulations governing the City. City Council also appoints the members of
various statutory and advisory boards and commissions, the City Manager, and the City Attorney. The
City Manager is responsible for enforcement of laws and ordinances established by City Council and
appoints and supervises the heads of departments of the City organization.

The City of Oak Park has grown over the years to a point where only one percent of its total land area
is vacant. Although most of the growth occurring in Oakland County is taking place to the west and
north, the 1-696 freeway, which runs through Oak Park, provides a corridor of opportunity for
redevelopment and enhancement of existing development.

For fiscal year 2012-2013, the citizens of Oak Park passed a millage increase to fund the public safety
retirement system. This will allow the City to maintain its service for the citizens. It will be
management’s goal to maintain high quality services during economic uncertainty. The City has
adopted prudent financial policies, which will help guide us through the upcoming years. The City has
a strong property tax base and management believes it can meet the challenges confronting us in the
near future.

Major Initiatives

The following were among those many diverse activities and accomplishments to which both the
elected officials and staff devoted their energies in fiscal year 2011-2012:

1)  The City's sewage is handled by the Twelve Towns Drain System. Stormwater and sewage enter
the City's sewers, which is carried to the Twelve Towns treatment facility and released into
Lake St. Clair. Pollution in Lake St. Clair has led the Michigan Department of Environmental
Quality to issue violations, which will require improvements to the facility. It is estimated that
these improvements will cost $130 million of which $17.3 million will be the City's share. These
improvements will cost every user of the system in Oak Park $3.14 to $5.00 per month. This
will have a significant impact on the citizen’s water and sewer bills as the improvements will
have to be paid by increased charges. The City will continue to work with the Southeastern
Oakland County Sewage Disposal District to clear up any violations and to embark on a plan
that will not only benefit the environment but keep costs within a reasonable range.



2) The City adopted the fiscal year 2012-2013 general fund budget with the goal of adding
$434,903 to fund balance, after adding $155,630 of fund balance in fiscal year 2009-2010 and
using $395,138 in fiscal year 2010-2011. The City used $913,962 of fund balance in fiscal year
2011-2012. The slowdown in the economy, cuts in State revenue sharing and the expected
increases in expenditures for health insurance and pension costs will seriously affect future
budgets.

3) The City borrowed $13.425 million in October 2010 for the construction of a city hall and
public safety building. The City entered into a $2.5 million lease commitment for renovations
to the library and recreation building in late 2011. These projects are anticipated to be
completed in early 2013.

Financial Information

Management of the City is responsible for establishing and maintaining internal control designed to
ensure that the assets of the City are protected from loss, theft or misuse and to ensure that
adequate accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles. The internal control is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be
derived; and (2) the valuation of costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe the City's internal
accounting controls adequately safeguard assets and provide reasonable assurance of proper recording
of financial transactions.

Long-term Financial Planning

The City Council has adopted the following financial policies to guide the process for long-term
financial decisions: 1) Debt Management Policy - provides guidelines for borrowing money to finance
projects; 2) Cash Management Policy - provides guidelines for the day-to-day handling of cash and
investments; 3) Capital Improvement Policy - sets capitalization thresholds and parameters for capital
asset purchases; and 4) Investment Policy - provides guidelines for investment of the City’s liquid
assets.

A large parcel of property owned by the State of Michigan, which formerly housed the Eight Mile
Armory, has stood vacant for many years. The State has sold this parcel for commercial development.
This project will stimulate development in this area and provide additional tax dollars to fund future
development.

As the City faces a slower economy additional funding sources will have to be found to fund large
capital projects. This may include additional taxes, which can only be raised by a vote of the people.
Other sources of revenue may include grants or raising fees. These challenges will be met following
the financial policies above.

Federal Financial Assistance

As a recipient of federal financial assistance, the City is also responsible for ensuring that an adequate
internal control system is in place to ensure compliance with applicable laws and regulations related
to those programs. The internal control systems are evaluated periodically by management to achieve
these objectives. The City is required to have a single audit in fiscal year 2011-2012 to test these
controls because it received more than $500,000 in federal assistance as required by the Federal
Office of Management and Budget (OMB) Circular A-133.
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Budgeting Controls

In accordance with state law, the City's budget is prepared on the modified accrual basis for
governmental type funds, and its accounting records are also maintained on that basis. Under modified
accrual accounting, revenues are recorded when they are both measurable and available.
Expenditures are recorded when a liability is incurred, except for interest on long-term debt and
accrued vacation benefits. Governmental fund types, such as the City's general fund, special revenue
funds, debt service funds and capital projects funds are reported on the modified accrual basis. The
City's enterprise fund, internal service funds and pension and other employee benefits trust funds are
reported on the accrual basis, under which revenues are recorded when earned and expenses are
recorded when incurred.

The objective of these budgetary controls is to ensure compliance with legal provisions embodied in
the annual appropriated budget approved by the City's governing body. Activities of the general fund
are included in the annual appropriated budget. The level of budgetary control (that is, the level at
which expenditures cannot legally exceed the appropriated amount) is established at the department
level for the general and special revenue funds. However, for internal accounting purposes, budgetary
control is maintained by object class (line account) for all funds. The City also maintains an
encumbrance accounting system as one technique of accomplishing budgetary control. Purchase orders
that would create an over encumbrance are not written until additional appropriations are available.
Encumbered accounts lapse at year-end. There were no encumbrances outstanding at June 30, 2012.

As demonstrated by the statements and schedules included in the financial section of this report, the
City continues to meet its responsibility for sound financial management.

Awards and Acknowledgements

A Certificate of Achievement for Excellence in Financial Reporting was received for the City’s CAFR
from the Government Finance Officers Association (GFOA) for the fiscal year ended June 30, 2011. This
award has been received for 18 consecutive years.

The preparation of the CAFR on a timely basis was made possible by the dedicated service of the
entire staff of the Department of Finance and Administrative Services, Department of Technical and
Planning Services and our independent auditors, Rehmann Robson, Certified Public Accountants. Each

of them has our sincere thanks.

In closing, without the leadership and support of the City Council, preparation of this report would not
have been possible.

Sincerely,
[Signature omitted for security purposes]

Saundra Crawford
Director of Finance and Administrative Services
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INDEPENDENT AUDITORS' REPORT

January 23, 2013

The Honorable Mayor, Members of the City Council,
the City Manager, and the Citizens of the
City of Oak Park, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Oak Park, Michigan (the “City”), as of and for the
year ended June 30, 2012, which collectively comprise the City’s basic financial statements as listed in
the table of contents. These financial statements are the responsibility of the management of the City.
Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to previously present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Oak Park, Michigan as of June 30, 2012, and the respective changes in
financial position and, where applicable, cash flows thereof and the respective budgetary comparison
for the general fund and each major special revenue fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued, under separate cover, our
report dated January 23, 2013, on our consideration of the City's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

CPAs Business Consultants Financial Advisors S A A
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and the schedules of funding progress and employer contributions
for the pension and other postemployment benefit plans, as identified in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The combining and individual fund financial
statements and schedules are presented for purposes of additional analysis and are not a required part
of the financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The introductory section and statistical
tables are presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information has not been subjected to the auditing procedures applied in the audit of
the basic financial statements, and accordingly, we do not express an opinion or provide any assurance

. i
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CITY OF OAK PARK, MICHIGAN
I Management's Discussion and Analysis

Our discussion and analysis of the City of Oak Park’s financial performance provides an overview of the City’s
financial activities for the fiscal year ended June 30, 2012. Please read it in conjunction with the financial
statements.

Financial Highlights

- The City’s net assets decreased as a result of this year's operations. Net assets of our business-type activities
increased by $1,289,136, or 6.9 percent; net assets of our governmental activities decreased by $5,121,705, or
49.4 percent.

- During the year, the City had revenues and other financing sources in governmental funds that were $1.05 million
less than the $29.89 million of expenditures and transfers out.

- In the City’s business-type activities, revenues and transfers in were $10.81 million while expenses were $9.52
million.

- Total cost of all of the City’s governmental programs was $29.89 million.
- The general fund reported a decline in fund balance of $913,962.

- The resources available for appropriation were $329,190 less than budgeted in the general fund. Expenditures
were $618,610 less than budgeted. The general fund decreased fund balance by $913,962 instead of using
$1,056,678 as projected in the final budget.

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net assets and the statement of
activities provide information about the activities of the City as a whole and present a longer-term view of the City’s
finances. Fund financial statements for governmental activities show how these services were financed in the short-
term as well as what remains for future spending. Fund financial statements also report the City’s operations in more
detail than the government-wide statements by providing information about the City’s most significant funds. The
remaining statements provide financial information about activities for which the City acts solely as a trustee or
agent for the benefit of those outside of the government.

Reporting the City as a Whole

Our analysis of the City as a whole begins with the statement of net assets. One of the most important questions
asked about the City’s finances is, “Is the City as a whole better off or worse off as a result of the year’s activities?”
The statement of net assets and the statement of activities report information about the City as a whole and about
its activities in a way that helps answer this question. These statements include all assets and liabilities using the
accrual basis of accounting, which is similar to the accounting used by most private-sector companies. All of the
current year’s revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the City’s net assets and changes in them. You can think of the City’s net assets (the
difference between assets and liabilities) as one way to measure the City’s financial health, or financial position.
Over time, increases or decreases in the City’s net assets are one indicator of whether its financial health is
improving or deteriorating. You will need to consider other nonfinancial factors, however, such as changes in the
City’s property tax base and the condition of the City’s roads, to assess the overall health of the City.

In the statement of net assets and the statement of activities, we divide the City into three kinds of activities:

12



CITY OF OAK PARK, MICHIGAN
I Management's Discussion and Analysis

- Governmental activities — Most of the City’s basic services are reported here, including public safety, public
works, recreation, and general administration. Property taxes, franchise fees, and state grants finance most of
these activities.

- Business-type activities — The City charges a fee to customers to help it cover all or most of the cost of certain
services it provides. The City’s water and sewer system is reported here.

- Component units — The City includes two separate legal entities in its report, the Economic Development
Corporation and Brownfield Authority. Although legally separate, these component units are important because
the City is financially accountable for them.

Reporting the City’s Most Significant Funds

The fund financial statements provide detailed information about the most significant funds, not the City as a whole.
Some funds are required to be established by statute and by bond covenants. However, the City Council establishes
many other funds to help it control and manage money for particular purposes or to show that it is meeting legal
responsibilities for using certain taxes, grants, and other monies. The City’s two kinds of funds—governmental and
proprietary—use different accounting approaches.

Governmental funds. Most of the City’s basic services are reported in governmental funds, which focus on how
money flows into and out of those funds and the balances left at year-end that are available for spending. These
funds are reported using an accounting method called modified accrual accounting, which measures cash and all
other financial assets that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the City’s general government operations and the basic services it provides. Governmental fund
information helps to determine whether there are more or fewer financial resources that can be spent in the near
future to finance the City’s programs. We describe the relationship (or differences) between governmental activities
(reported in the statement of net assets and the statement of activities) and governmental funds in a reconciliation
following the fund financial statements.

Proprietary funds. When the City charges customers for the services it provides, whether to outside customers or to
other units of the City, these services are generally reported in proprietary funds. Proprietary funds are reported in
the same way that all activities are reported in the statement of net assets and the statement of activities. In fact,
the City’s enterprise fund (a type of proprietary funds) is the same as the business-type activities we report in the
government-wide statements but in greater detail. We use internal service funds (the other component of proprietary
funds) to report activities that provide supplies and services for the City’s other programs and activities, such as the
City’s motor pool operation.

Reporting the City as Trustee

The City is the trustee, or fiduciary, for its employees’ pension plan and retiree’s health care - general and public
safety employee’s fund. It is also responsible for other assets in an agency capacity. All of the City’s fiduciary
activities are reported in the separate statements of fiduciary net assets and the statement of changes in fiduciary
net assets. We exclude these activities from the City’s other financial statements because the City cannot use these
assets to finance its operations. The City is responsible for ensuring that the assets reported in these funds are used
for their intended purposes.

The City as a Whole

The City’s total net assets decreased from a year ago — from $29.00 million to $25.17 million. Our analysis below
focuses on the net assets and changes in net assets of the City’s governmental and business-type activities.

13



CITY OF OAK PARK, MICHIGAN

I Management's Discussion and Analysis

Net Assets
Governmental Activities Business-type Activities Total
2012 2011 2012 2011 2012 2011
Current and other assets $21,980,522 $23,052,128 S 5,267,258 $§ 4,405,484 $27,247,780 $27,457,612
Capital assets, net 37,425,028 36,616,411 27,556,806 28,193,407 64,981,834 64,809,818
Total assets 59,405,550 59,668,539 32,824,064 32,598,891 92,229,614 92,267,430
Long-term liabilities 37,071,946 35,024,496 12,136,997 12,134,262 49,208,943 47,158,758
Net OPEB obligation 14,438,628 10,023,549 - - 14,438,628 10,023,549
Other liabilities 2,641,596 4,245,409 775,022 1,841,720 3,416,618 6,087,129
Total liabilities 54,152,170 49,293,454 12,912,019 13,975,982 67,064,189 63,269,436
Net assets:
Invested in capital assets,
net of related debt 1,805,028 2,076,411 15,566,968 16,999,368 17,371,996 19,075,779
Restricted 16,169,292 15,777,896 - 16,169,292 15,777,896
Unrestricted (deficit) (12,720,940)  (7,479,222) 4,345,077 1,623,541 (8,375,863)  (5,855,681)
Total net assets $ 5,253,380 $10,375,085 $19,912,045 $18,622,909 $25,165,425 $28,997,994

Net assets of the City’s governmental activities decreased by 49.37 percent, from $10.38 million compared to $5.25
million. Unrestricted net assets — the part of net assets that can be used to finance day-to-day operations without
constraints established by debt covenants, enabling legislation, or other legal requirements — changed from -$7.48
million at June 30, 2011 to -$12.71 million at the end of this year. The majority of the reduction in net assets of
$5,121,705 is due to the increase in the net other postemployment benefits obligation.

Governmental net asset decreases can be found on the reconciliation of statement of revenues, expenditures, and
changes in fund balance of governmental funds to the statement of activities.

The net assets of the business-type activities increased by 6.92 percent ($19.91 million compared to $18.62 million in
2011). This increase was due to revenues exceeding expenses. This trend is expected to change as the City begins

replacing its infrastructure (water and sewer mains).

14



CITY OF OAK PARK, MICHIGAN
I Management's Discussion and Analysis

Change in Net Assets

Governmental Activities Business-type Activities Total
2012 2011 2012 2011 2012 2011
Program revenues:
Charges for services $ 4,757,561 S 4,330,725 $10,726,423 $10,688,598 $15,483,984 $15,019,323
Operating grants 2,599,832 3,062,458 - 2,599,832 3,062,458
Capital grants 893 - 893 -
General revenues:
Property taxes 15,222,837 15,386,783 - - 15,222,837 15,386,783
State shared 2,937,911 3,438,471 - - 2,937,911 3,438,471
Other taxes 714,074 701,558 - 714,074 701,558
Investment earnings 60,524 60,045 30,156 24,277 90,680 84,322
Gain (loss) on sale
of capital assets - - - - - -
Total revenues 26,293,632 26,980,040 10,756,579 10,712,875 37,050,211 37,692,915
Expenses:
General government 4,702,670 5,183,968 - - 4,702,670 5,183,968
Judicial 2,536,686 2,438,608 - - 2,536,686 2,438,608
Public safety 10,268,074 11,807,208 - - 10,268,074 11,807,208
Road maintenance 3,557,279 3,773,388 - - 3,557,279 3,773,388
Public works 960,745 1,468,111 - - 960,745 1,468,111
Health and sanitation 2,079,476 1,938,016 - - 2,079,476 1,938,016
Culture and recreation 966,087 1,257,593 - - 966,087 1,257,593
Library 945,653 904,488 - - 945,653 904,488
Community development 981,099 1,889,763 - - 981,099 1,889,763
Interest on long-term debt 1,563,087 1,211,375 - - 1,563,087 1,211,375
Unallocated retiree
insurance costs 2,804,481 - 2,804,481 -
Water and sewer - - 9,517,443 9,423,302 9,517,443 9,423,302
Total expenses 31,365,337 31,872,518 9,517,443 9,423,302 40,882,780 41,295,820
Change in net assets
before transfers (5,071,705) (4,892,478) 1,239,136 1,289,573 (3,832,569) (3,602,905)
Transfers (50,000) (50,000) 50,000 50,000 - -
Change in net assets (5,121,705)  (4,942,478) 1,289,136 1,339,573 (3,832,569)  (3,602,905)
Net assets:
Beginning of year,
as restated 10,375,085 15,317,563 18,622,909 17,283,336 28,997,994 32,600,899
End of year $ 5,253,380 $10,375,085 $19,912,045 $18,622,909 $25,165,425 $28,997,994

The City’s total revenue for all programs and services decreased by 1.65 percent ($622,813). The total cost of all
programs and services decreased by 0.95 percent ($393,149).

Governmental activities. Revenues for the City’s governmental activities decreased by 2.51 percent (5678,235),
while total expenses decreased 1.57 percent ($499,008).
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Business-type activities. The City has one business-type activity: the water and sewer system. Revenues of the
City’s water and sewer fund increased by .52 percent ($10.70 million in fiscal year 2010-2011 compared to $10.76
million in fiscal year 2011-2012) and expenses increased by 1.12 percent ($9.42 million in fiscal year 2010-2011
compared to $9.52 million in fiscal year 2011-2012). The City reported net income of $1.30 million in the water and
sewer fund. This was a decrease from fiscal year 2010-2011 income of $1.34 million. The factors driving these results
include:

The City’s water and sewer system is old and aging. The City has posted a net income in each of the last five
fiscal years, which has led to the general overall health of this fund. It is expected that infrastructure
improvements in the near future will be funded from reserves. Continuing improvements in the water and sewer
system should provide its users with quality services.

Water rates increased from $30.27 to $31.20 per 1,000 cubic feet in fiscal year 2011-2012. Sewer rates increased
from $57.29 to $59.00 per 1,000 cubic feet. A recent history of the City's water and sewer rates follows:

Annual Water Rates Annual Sewer Rates
35.00 - 30.27 31.20 70.00 - 5799 59.00
i 27.64 4 .

30.00 2533 25.33 26.30 60.00

23.94 %> : 48.00 °0-10
25.00 - 50.00 - 42.79

37.48 3935

20.00 - 40.00 -
15.00 - 30.00 -
10.00 - 20.00 -
5.00 - 10.00 -

2005 2006 2007 2008 2009 2010 2011 2005 2006 2007 2008 2009 2010 2011

The City's Funds

As the City completed the year, its governmental funds reported a total fund balance of $18.13 million, which is
below last year’s total of $19.18 million. Included in this year’s total change in fund balance is a decrease of
$913,962 in the City’s general fund. In addition, these other changes in fund balances should be noted:

The City's decrease in property tax revenue was 8.58% in the general fund ($11.95 million in fiscal year 2010-2011
and $10.93 million in fiscal year 2011-2012). State shared revenue decreased in the general fund by 14.56
percent ($504,438). The State of Michigan collects sales tax and redistributes a portion of these collections to
local jurisdictions. The City received less because of lower sales tax collections by the State.

The City has unspent bond proceeds of $12,087,625 in its municipal complex construction fund due to borrowing
through the sale of bonds for the construction of a city hall and public safety building. This fund also contains
amounts for the renovation of the library and recreation buildings. It is anticipated the construction will be
complete in 2013.

General Fund Budgetary Highlights

Over the course of the year, the City Council revised the City budget several times. These budget amendments fall
into three categories. The first category includes amendments and supplemental appropriations that were approved
as projects and contracts were competitively bid and come in higher than originally budgeted. The second included
Council approved increases in appropriations when preparing the subsequent year’s budget. These appropriations
were to adjust the original budget when departments submitted estimated year-end figures that exceeded current
budgeted amounts. Finally, the budget was amended at the last City Council meeting of the fiscal year to prevent
budget overruns.
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The actual charges to appropriations (expenditures) were $618,610 less than the final budget amounts in the general
fund although six departments exceeded their budget. The variances were with information technology ($945),
prosecuting attorney ($3,328), public information ($1,944), technical and planning services ($20,792), public works
($8,785), and recreation and culture (521,530). These variances occurred because of unanticipated costs of health
care.

Resources available for appropriation were $329,190 below the final budgeted amount. Transfers in accounted for the
majority of the reduced amount ($260,000).

General Fund Revenue. The following paragraphs analyze the activities of the City's major funds. General fund
revenues totaled $17,714,430, a decrease of 6.16 percent from the prior year. Revenues by source were as follows:

General Fund Revenue

% Change
Fiscal Year Percent of Increase from Prior
2012 2011 Total (Decrease) Year

Property taxes $10,925,718 $11,951,090 61.68% $(1,025,372) -8.58%
Licenses and permits 410,216 324,819 2.32% 85,397 26.29%
Intergovernmental 2,976,209 3,465,525 16.80% (489,316) -14.12%
Charges for services 796,597 815,679 4.50% (19,082) -2.34%
Fines and forfeits 1,688,225 1,702,798 9.53% (14,573) -0.86%
Interest income 8,298 8,959 0.05% (661) -7.38%
Other 909,167 883,614 5.13% 25,553 2.89%
Total $17,714,430 $19,152,484 100.00% $ (1,438,054) -7.51%

Ad valorem taxes provide the City's primary source of revenue. Current collections remain high at 92.26 percent, and
the City's total tax rate of 27.2386 per $1,000 of taxable value is at the state’s legal limit as provided for by the
Headlee Amendment and the Truth in Taxation Act. The tax rate was increased by 2.7195 mills in fiscal year 2011-
2012 due to an increase of 1.5 mills for operating, .5 mills for library and .7195 for debt retirement.

Taxable values in the City decreased an average of 14.81%, led by a decrease of 16.04% in residential real property
values. Property tax revenue was limited to an increase of 1.7%. The tax rate for operating purposes increased to
19.8477 in fiscal year 2011-2012 from the prior fiscal year.

Licenses and permits increased by 26.29%. The revenue for building permits accounted for the largest part of this
increase ($22,113). The rebounding economy in Michigan allowed the citizens of Oak Park to invest in their

properties.

Intergovernmental revenues decreased 14.12%. The City received lower amounts because the State of Michigan
continues to cut revenue sharing in an effort to balance its budget.

Charges for services decreased 2.34% indicating lower usage of recreation programs in fiscal year 2011-2012 although
fees were increased.

Ordinance fines levied by the 45-B District Court account for a decrease of .86% in fines and forfeits. The decrease is
due to less tickets issued by the Department of Public Safety.

Interest income decreased 7.38%, which is attributable to short-term interest rates decreasing to historical lows.

Miscellaneous income increased 2.89% or $25,553 in fiscal year 2011-2012.
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General Fund Expenditures. General fund expenditures were $17,011,688, a decrease of 4.34 percent from the
preceding year. Broken down by major function, expenditures were as follows:

General Fund Expenditures

% Change
Fiscal Year Percent of Increase from Prior
2012 2011 Total (Decrease) Year

General government $ 4,020,488 S 3,862,062 20.61% S 158,426 4.10%
Public safety 8,453,448 9,432,641 43.33% (979,193) -10.38%
Public works 73,139 112,409 0.37% (39,270) -34.93%
Recreation and culture 866,830 918,526 4.44% (51,696) -5.63%
Library 3,293,302 668,867 16.88% 2,624,435 392.37%
Capital outlay - 57,259 0.00% (57,259) -100.00%
Nondepartmental 2,804,481 2,731,642 14.37% 72,839 2.67%
Total $19,511,688 $17,783,406 100.00% S 1,728,282 9.72%

General fund expenditures decreased $771,718.

General government expenditures increased $158,426 in fiscal year 2011-2012. The increase is due to the increase in
salary and fringe benefit expenditures related to accrued leave payouts due to retirement of City employees during
the year.

The public safety department decreased $979,197 or 10.38%. Reductions in salaries ($628,869) and fringe benefits
($316,373) account for this decrease.

The public works department decreased $39,270 or 34.93%. This decrease was due to charging salaries and fringe
benefits to other funds. The DPW employees worked more on projects that were charged to the other funds resulting
in their costs not being charged to the general fund.

Recreation and culture decreased $51,696 or 5.63%. The reason for this decrease was due to a reduction of employees
because of budget cuts.

Library expenditures increased $124,435 or 18.60%. The majority of this increase is due to $54,899 charged to the
library for retiree health care that was not charged in prior years. The library also paid an additional $26,000 in
technology to the Library Network.

Capital outlay decreased $57,259 or 100.00%. A decrease in our library collection purchases account for this decrease.

Other nondepartmental expenditures increased $72,843 due to the health benefits for retirees. The experience in
health care usage increased in fiscal year 2011-2012.

General Fund Balance. General fund balance at June 30, 2012 decreased by 62.13 percent or $913,962 from
June 30, 2011. The unassigned-available for appropriation portion of fund balance decreased by $1,202,487 to a
balance of $312,162, which provides the City with 6.70 days of expenditures, and is equivalent to 0.27 percent of
annual expenditures. Our goal is to maintain this percentage at 8.33 to 16.67 percent (one to two months
expenditures), a level considered adequate to meet any unforeseen events and avoid cash shortfalls during periods of
low tax collections. An additional goal is to maintain fund balance at 10 to 15 percent of revenues. Unassigned fund
balance can be graphically demonstrated as follows:
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Municipal Complex Construction Fund. The municipal complex construction fund, a capital projects fund, had a
fund balance at June 30, 2012 of $11,913,310. This fund received $13.33 million in fiscal year 2010-2011 from
proceeds of the sale of bonds. These funds are to be used for the construction of a City Hall and Public Safety
building. It is anticipated that the building will be completed in two years.

Capital Asset and Debt Administration

Capital Assets.

police and fire equipment, buildings, park facilities, roads, and water and sewer lines.

Capital Assets (Net of Depreciation)

At June 30, 2012, the City had $62.48 million invested in a broad range of capital assets, including

Governmental Activities Business-type Activities Total

2012 2011 2012 2011 2012 2011
Land $ 1,642,187 S 1,642,187 S 11,502 S 11,502 S 1,653,689 S 1,653,689
Rights-of-way 600,818 600,818 - 600,818 600,818
Work in progress 8,393,822 5,232,364 1,287,115 1,272,556 9,680,937 6,504,920
Infrastructure - roads 21,602,700 23,517,723 - 21,602,700 23,517,723
Infrastructure - sidewalks 1,534,338 1,725,222 1,534,338 1,725,222
Infrastructure -

Water/ Sewer System - 26,251,689 26,873,726 26,251,689 26,873,726
Buildings 487,984 525,287 6,500 7,367 494,484 532,654
Public improvements 1,566,544 1,669,974 - 1,566,544 1,669,974
Library collection 131,503 92,168 131,503 92,168
Equipment - Vehicles 1,338,701 1,465,416 28,256 1,338,701 1,493,672
Equipment - miscellaneous 126,431 145,252 126,431 145,252
Total capital assets, net $37,425,028 $36,616,411 $27,556,806 $28,193,407 $64,981,834 $64,809,818
This year’s major additions included:

Municipal complex construction-in-progress $ 3,161,458

Three public safety vehicles 72,002

Replace sidewalks 9,149
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The City’s fiscal year 2012-2013 capital budget calls for it to spend $14,509,147 for capital projects, principally for
the municipal complex along with the continuation of its road reconstruction program, improvements to the city
parks, acquisition of replacement vehicles, and replacement water mains. The City plans to spend $12.6 million to
construct a city hall and public safety building. More detailed information about the City’s capital assets is presented
in Note 9 to the financial statements.

Long-term Debt. Under current state statutes, the City's net debt may not exceed 10% of the total assessed value of
real and personal property as certified by the City Assessor. The City's net debt of $35,438,601 is 7.47% of assessed
value, and provides a legal debt margin of $111,999,088. Net bonded debt per capita equaled $1,208.

The long-term debt obligations of the City consist of general obligation bonds outstanding of $33,120,000 and a
capital lease of $2,500,000.

The general obligation bonds are being retired with revenues from a millage levied on all personal and real property
in the City. The City levied 3.7183 mills per $1,000 of state taxable value in fiscal year 2011-2012 for the retirement
of debt. At year-end, the City had $45,109,838 in bonds outstanding versus $47,716,759 last year, a decrease of 5.46
percent, as shown in below.

Long-term Debt

Governmental Activities Business-type Activities Total
2012 2011 2012 2011 2012 2011

General obligation bonds

(backed by the City) $33,120,000 $34,540,000 $11,604,838 $12,421,759 $44,724,838 $46,961,759
Capital lease 2,500,000 - - 2,500,000 -
Revenue bonds (backed by

specific fee revenues - - 385,000 755,000 385,000 755,000
Total $35,620,000 $34,540,000 $11,989,838 $13,176,759 $47,609,838 $47,716,759

The City received approval from the voters in November of 2002 to borrow $22.5 million for the repair of roads and
municipal parking lots. The City sold $11.5 million in general obligation bonds on May 1, 2003, and $11 million in May
2006.

At June 30, 2012, the 2003 street improvement bonds, the 2006 street improvement bonds, and the 2010 municipal
complex bonds were the only outstanding general obligation bonds. These bonds are paid by a tax levied on all
taxpayers separate from the operating millage. A mill represents 1 dollar paid for every $1,000 of taxable value of
real and personal property. The City’s debt service levy in fiscal year 2011-2012 was 4.4378 mills. Requirements for
general obligation bonds will decrease until all bonds are paid off in May 2036.

The City belongs to a consortium of cities known as the Twelve Towns Drain District. This district was formed to
collect and treat sewage and stormwater for 14 communities. In 1998 the Michigan Department of Environmental
Quality ordered the district to upgrade its retention facility and decrease its excess flows into Lake St. Clair. The
total estimated cost of these improvements is $130 million, of which the City of Oak Park is responsible for 13.48%.
This project began in fiscal year 2000-2001.

The District is borrowing funds through construction draw downs to complete this project. As of June 30, 2012 the
City is obligated to pay $11,604,838. Due to the nature of draws the exact obligation will be unknown until the
project is complete or no other draws are made. Payments on these obligations continue until 2029, ranging from
$65,707 to $1,061,080. The City will increase sewer rates to pay this debt.
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The City’s general obligation Moody’s Investor Service underlying bond rating continues to be Aa3 with outstanding
debt having the second highest rating due to bond insurance purchased at the time of issuance. The State limits the
amount of general obligation debt that cities can issue to 10 percent of the assessed value of all taxable property
within the City’s corporate limits. The City’s outstanding general obligation debt is below this $47.44 million state-
imposed limit.

The City's voters approved the issuance of $13.4 million of debt in August, 2010. This debt was issued to construct
two new buildings and renovate another one in the municipal complex.

Other obligations include accrued vacation pay and sick leave. More detailed information about the City’s long-term
liabilities is presented in Note 10 to the financial statements.

Economic Factors and Next Year’s Budget and Rates

Oak Park (population 29,319) is primarily a residential community located in southeastern Oakland County, Michigan.
The local tax base has experienced a decline of 14.81% for fiscal year 2011-2012 and is expected to continue to
decline in the following year. This decline signals some difficult years in the near future. Service levels will have to
be adjusted to match declining revenue.

In fiscal year 2011-2012, the general fund posted a decrease in fund balance of $913,962. The current unassigned
fund balance of $312,162 is 1.83% of expenditures. Management’s fiscal policy is to maintain reserves between 8%-
16% of annual expenditures. The City, which relies heavily on property taxes (61.68% of total revenue), is operating at
the state-authorized tax rate limit. The City adopted a balanced budget for fiscal year 2012-2013.

Overall net general bonded debt is moderate, at $1,209 per capita and 7.47% of assessed value.

The City’s elected and appointed officials considered many factors when setting the fiscal year 2012-2013 budget
including tax rates and fees to be charged for the business-type activities. One of those factors is the economy.
Unemployment in the City now stands at 12.9 percent versus 14.6 percent a year ago. This compares with the State’s
unemployment rate of 9.3 percent and the national rate of 7.7 percent.

The metropolitan area has experienced a small increase in the Consumer Price Index (CPIl). The Detroit area's CPI
increase was 2.4 percent for 2012 compared with the average national rate of -0.3 percent.

These indicators were taken into account when adopting the general fund budget for fiscal year 2012-2013. The fiscal
year 2012-2013 budget was adopted in May 2012 during the economic downturn that is affecting municipalities
throughout the state. Amounts available for appropriation in the general fund budget are $16.95 million, a decrease
of 2.0 percent over the final fiscal year 2011-2012 amount of $17.71 million. Property tax revenue is budgeted to
decrease 10.63%. Other revenue sources are expected to decrease slightly or remain flat. Budgeted expenditures are
expected to decrease slightly, to $16.52 million from $16.74 million in fiscal year 2011-2012. The City has added no
major new programs or initiatives to the fiscal year 2011-2012 budget.

The expense plan for the water and sewer fund for fiscal year 2012-2013 is $11,071,086, an increase of $324,773 from
fiscal year 2011-2012. The plan includes an increase in water rates of 4.0%. Sewer disposal rates increased from
$59.00 per 1,000 cubic feet to $60.79 per 1,000 cubic feet. This increase is necessary due to a 4.1% increase in the
wholesale sewage rate from Oakland County.

The water and sewer fund plan provided $275,000 for replacement of water mains.
This plan includes expenses for the Twelve Towns Drain System (known also as the George W. Kuhn Drain).
Construction continues and ten bonds have been issued to pay for the cost. The City is responsible for 13.48% of the

cost. Debt payments have been built into the budget and sewer rates increased to meet our obligations. The George
W. Kuhn Drain debt payment will be $841,198 in fiscal year 2012-2013.
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Contacting the City's Financial Management
This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If you have questions

about this report or need additional financial information, contact the Director of Finance and Administrative
Services’ Office, at the City of Oak Park, 13600 Oak Park Blvd., Oak Park, MI, 48237.
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CITY OF OAK PARK, MICHIGAN

[l statement of Net Assets
June 30, 2012

Assets
Cash and investments
Receivables, net
Restricted cash and investments
Prepaid items
Capital assets not being depreciated
Capital assets being depreciated, net

Total assets

Liabilities
Accounts payable and accrued liabilities
Payables from restricted assets
Unearned revenue
Long-term liabilities:
Due within one year
Due in more than one year
Other noncurrent liability - net other
postemployment benefits obligation

Total liabilities

Net assets

Invested in capital assets, net of related debt

Restricted for:
Capital projects
Debt service
Special purposes

Unrestricted (deficit)

Total net assets

Primary Government

Governmental  Business-type Component
Activities Activities Total Units
S 18,429,427 § 2,482,625 $§ 20,912,052 § 34,786
3,119,611 2,775,936 5,895,547 8
101,127 101,127
330,357 8,697 339,054
10,636,827 1,298,617 11,935,444
26,788,201 26,258,189 53,046,390
59,405,550 32,824,064 92,229,614 34,794
2,216,803 775,022 2,991,825
101,127 - 101,127
323,666 323,666
1,262,850 1,226,198 2,489,048
35,809,096 10,910,799 46,719,895
14,438,628 14,438,628
54,152,170 12,912,019 67,064,189
1,805,028 15,566,968 17,371,996
13,624,432 13,624,432
109,780 109,780
2,435,080 2,435,080 -
(12,720,940) 4,345,077 (8,375,863) 34,794
$ 5,253,380 $§ 19,912,045 § 25,165,425 S 34,794

The notes to the financial statements are an integral part of this statement.
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Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expense)
Functions/Programs Expenses Services Contributions Contributions Revenue
Primary government
Governmental activities:

General government S 4,702,670 S 1,328,037 §$ - S - S (3,374,633)

Judicial 2,536,686 185,301 92,268 - (2,259,117)

Public safety 10,268,074 46,635 66,458 - (10,154,981)

Road maintenance and repair 3,557,279 148,312 1,569,083 - (1,839,884)

Public works 960,745 294,580 - 893 (665,272)

Health and sanitation 2,079,476 1,101,773 - - (977,703)

Culture and recreation 966,087 - - - (966,087)

Library 945,653 11,436 56,485 - (877,732)

Community development 981,099 365 815,538 - (165,196)

Interest and fiscal charges 1,563,087 - - - (1,563,087)

Unallocated retiree insurance costs 2,804,481 1,641,122 - - (1,163,359)

Total governmental activities 31,365,337 4,757,561 2,599,832 893 (24,007,051)
Business-type activities -

Water and sewer 9,517,443 10,726,423 - - 1,208,980
Total primary government $ 40,882,780 S§ 15,483,984 § 2,599,832 S 893 $ (22,798,071)
Component units

Economic Development Corporation - - - -
Brownfield Authority - - - -
Total component units S - S - S - S - S
continued....

The notes to the financial statements are an integral part of this statement.
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Change in net assets
Net (expense) revenue

General revenues:
Property taxes levied for:
General purposes
Debt services
State shared revenues
Franchise fees
Investment earnings
Transfers

Total general revenues and transfers
Change in net assets

Net assets (deficit),
beginning of year, as restated

Net assets, end of year

Primary Government

Governmental  Business-type Component
Activities Activities Total Units
$ (24,007,051) S 1,208,980 S (22,798,071) S -
12,817,499 - 12,817,499 46,946
2,405,338 - 2,405,338 -
2,937,911 - 2,937,911 -
714,074 - 714,074 -
60,524 30,156 90,680 54
(50,000) 50,000 - -
18,885,346 80,156 18,965,502 47,000
(5,121,705) 1,289,136 (3,832,569) 47,000
10,375,085 18,622,909 28,997,994 (12,206)
$ 5,253,380 $ 19,912,045 $§ 25,165,425 S 34,794
concluded

The notes to the financial statements are an integral part of this statement.
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[l Balance Sheet
Governmental Funds
June 30, 2012

Assets
Cash and investments
Receivables:
Taxes
Special assessments
Accounts
Accrued interest

Due from other governments

Due from other funds
Restricted assets - cash
Prepaid items

Total assets

Liabilities

Accounts payable

Accounts payable from
restricted assets

Accrued liabilities

Due to other funds

Due to other governments

Deferred revenue

Total liabilities

Fund balances
Nonspendable
Restricted
Assigned
Unassigned (deficit)

Total fund balances

Total liabilities and fund balances

The notes to the financial statements are an integral part of this statement.

Neighborhood Municipal Other Total
Stabilization Complex Governmental Governmental
General Program Construction Funds Funds
S 251,412 §$ 63,293 $§ 12,087,625 § 5,434,819 S 17,837,149
462,461 - - 148,489 610,950
809 - - 33,091 33,900
335,161 - - 449,204 784,365
381 - 4,178 1,707 6,266
487,380 787,339 - 409,204 1,683,923
417,123 - - 283,610 700,733
- - - 101,127 101,127
245,037 - - 22,815 267,852
S 2,199,764 S 850,632 § 12,091,803 S 6,884,066 S 22,026,265
S 416,899 S 12,180 S 178,493 S 196,869 S 804,441
- - - 101,127 101,127
287,306 1,022 - 63,085 351,413
- - - 700,733 700,733
- 844,282 - - 844,282
938,360 - - 153,079 1,091,439
1,642,565 857,484 178,493 1,214,893 3,893,435
245,037 - - 22,815 267,852
- - 11,913,310 4,233,249 16,146,559
- - - 1,413,109 1,413,109
312,162 (6,852) - - 305,310
557,199 (6,852) 11,913,310 5,669,173 18,132,830
S 2,199,764 S 850,632 § 12,091,803 S 6,884,066 S 22,026,265
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B Reconciliation
Fund Balances for Governmental Funds
to Net Assets of Governmental Activities
June 30, 2012

Fund balances - total governmental funds

Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources,
and therefore are not reported in the fund statement.
Capital assets not being depreciated
Capital assets being depreciated, net

The focus of governmental funds is on short-term financing. Accordingly, some
assets will not be available to pay for current-period expenditures. Those
assets (such as certain receivables) are offset by deferred revenue in the
governmental funds, and thus are not included in fund balance.

Deferred accounts and property taxes receivable

Internal service funds are used by management to charge the costs of certain
activities, such as insurance and other centralized costs, to individual funds.
The assets and liabilities of certain internal service funds are included in
governmental activities.

Net assets of governmental activities accounted for in internal
service funds

Certain liabilities, such as bonds payable, are not due and payable
in the current period, and therefore are not reported in the funds.
Accrued interest on long-term debt
Bonds payable
Net other postemployment benefit obligation
Accrued compensated absences

Net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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18,132,830

10,636,827
25,449,499

767,773

1,887,004

(111,312)
(35,620,000)
(14,438,628)
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5,253,380



CITY OF OAK PARK, MICHIGAN

Il Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2012

Neighborhood Municipal Other Total
Stabilization Complex Governmental Governmental
General Program Construction Funds Funds
Revenues
Property taxes S 10,925,718 § - S S 3,880,649 S 14,806,367
Special assessments - - 213,990 213,990
Licenses and permits 410,216 - 410,216
Intergovernmental:
Federal grants 15,122 431,064 384,474 830,660
State grants 2,961,087 - 1,706,254 4,667,341
Charges for services 796,597 365 1,288,027 2,084,989
Fines and forfeitures 1,688,225 - - 251,703 1,939,928
Interest income 8,298 115 29,198 21,469 59,080
Other 909,167 - - 909,167
Total revenues 17,714,430 431,544 29,198 7,746,566 25,921,738
Expenditures
Current:
Judicial - 2,068,527 2,068,527
General government 4,020,488 - 4,020,488
Public safety 8,453,448 10,401 8,463,849
Road maintenance and repair - 1,175,485 1,175,485
Public works 73,139 2,080,480 2,153,619
Recreation and culture 866,830 - 866,830
Library 3,293,302 - - 3,293,302
Community development - 431,063 384,488 815,551
Nondepartmental retiree
insurance costs 2,804,481 2,804,481
Debt service:
Principal 1,420,000 1,420,000
Interest 1,440,644 1,440,644
Prior year tax refunds - 11,131 11,131
Capital outlay and construction 661,459 221,919 883,378
Total expenditures 19,511,688 431,063 661,459 8,813,075 29,417,285
Revenues over (under) expenditures (1,797,258) 481 (632,261) (1,066,509) (3,495,547)
Other financing sources (uses)
Issuance of capital lease 2,500,000 - 2,500,000
Transfers in 260,000 2,659,289 2,919,289
Transfers out (1,876,704) (1,092,585) (2,969,289)
Total other financing sources (uses) 883,296 1,566,704 2,450,000
Net change in fund balances (913,962) 481 (632,261) 500,195 (1,045,547)
Fund balances (deficit),
beginning of year, as restated 1,471,161 (7,333) 12,545,571 5,168,978 19,178,377
Fund balances (deficit), end of year S 557,199 § (6,852) $ 11,913,310 $§ 5,669,173 $§ 18,132,830

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

B Reconciliation
Net Changes in Fund Balances of Governmental Funds
to Change in Net Assets of Governmental Activities
For the Year Ended June 30, 2012

Net change in fund balances - total governmental funds
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Capital outlay
Depreciation expense

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds, but rather are deferred
to the following fiscal year.

Net change in deferred property taxes receivable
Net change in accounts receivable

Bond proceeds provide current financial resources to governmental funds
in the period issued, but issuing bonds increases long-term liabilities in the
statement of net assets. Repayment of bond principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in the
statement of net assets.
Principal payments on long-term liabilities
Issuance of capital lease

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds.

Change in accrued interest payable on long-term debt
Change in net other postemployment benefit obligation
Change in the accrual for compensated absences

An internal service fund is used by management to charge the costs of certain
services to individual governmental funds. The net revenue (expense) attributable
to those funds is reported with governmental activities.

Interest income from internal service funds
Operating loss from governmental activities in internal service funds

Change in net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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3,228,752
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1,420,000
(2,500,000)

(111,312)
(4,415,079)
546,973

1,444

(323,967)

(5,121,705)



CITY OF OAK PARK, MICHIGAN

[l Sstatement of Revenues, Expenditures and Changes in Fund Balances

Budget and Actual - General Fund
For the Year Ended June 30, 2012

Revenues

Taxes

Licenses and permits

Intergovernmental:
Federal grants
State grants

Service charges

Fines and forfeits

Interest income

Other

Total revenues

Expenditures
Current:
General government:
City council
City manager
Information technology
City attorney
Prosecuting attorney
City clerk
Finance and administrative services
Public information
Technical and planning services
Public safety
Public works
Recreation and culture
Library
Nondepartmental retiree insurance costs

Total expenditures
Revenues over (under) expenditures
Other financing sources (uses)
Issuance of capital lease
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year, as restated

Fund balances, end of year

Actual Over
Original Final (Under) Final
Budget Budget Actual Budget
S 11,386,042 11,332,000 $ 10,925,718 S (406,282)
249,300 392,800 410,216 17,416
- - 15,122 15,122
3,204,695 3,021,620 2,961,087 (60,533)
847,000 806,500 796,597 (9,903)
1,735,500 1,695,000 1,688,225 (6,775)
12,000 3,500 8,298 4,798
806,800 792,200 909,167 116,967
18,241,337 18,043,620 17,714,430 (329,190)
118,466 123,466 100,190 (23,276)
310,896 310,896 310,157 (739)
183,480 183,523 184,468 945
235,000 235,000 230,615 (4,385)
94,402 101,402 104,730 3,328
328,920 328,920 322,493 (6,427)
834,660 944,660 888,472 (56,188)
223,182 223,182 225,126 1,944
1,703,046 1,633,445 1,654,237 20,792
8,100,952 8,930,920 8,453,448 (477,472)
87,462 64,354 73,139 8,785
845,303 845,300 866,830 21,530
845,525 805,187 3,293,302 2,488,115
2,826,195 2,900,043 2,804,481 (95,562)
16,737,489 17,630,298 19,511,688 1,881,390
1,503,848 413,322 (1,797,258) (2,210,580)
- 2,500,000 2,500,000
260,000 260,000 260,000 -
(1,725,200) (1,730,000) (1,876,704) (146,704)
(1,465,200) (1,470,000) 883,296 2,353,296
38,648 (1,056,678) (913,962) (2,357,284)
1,471,161 1,471,161 1,471,161
$ 1,509,809 414,483 § 557,199 $§ (2,357,284)

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

[ Schedule of Revenues, Expenditures and Changes in Fund Balances
Budget and Actual - Neighborhood Stabilization Fund
For the Year Ended June 30, 2012

Actual Over
Original Final (Under) Final
Budget Budget Actual Budget
Revenue
Intergovernmental -

Federal grants S 1,028,145 § 510,000 S 431,064 S (78,936)
Charges for services - - 365 365
Interest income - - 115 115

Total revenues 1,028,145 510,000 431,544 (78,456)
Expenditures
Current -

Community development 1,028,145 510,000 431,063 (78,937)
Net change in fund balances - - 481 481
Fund balances (deficit),

beginning of year, as restated (7,333) (7,333) (7,333)
Fund balances (deficit), end of year $ (7,333) S (7,333) S (6,852) S 481

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

[l Statement of Net Assets
Proprietary Funds

June 30, 2012

Assets
Current assets:
Cash and investments
Receivables:
Special assessments
Accounts
Accrued interest
Due from other governments
Prepaid items
Total current assets

Noncurrent assets:
Capital assets not being depreciated
Capital assets being depreciated, net
Total noncurrent assets

Total assets

Liabilities
Current liabilities:
Accounts payable
Accrued liabilities
Current portion of long-term debt
Total current liabilities

Noncurrent liabilities, net of current portion:

Accumulated compensated absences
Bonds payable
Total noncurrent liabilities

Total liabilities

Net assets

Invested in capital assets, net of related debt

Unrestricted

Total net assets

The notes to the financial statements are an integral part of this statement.

Business-type
Activities
Water and Sewer
Enterprise Fund

Governmental

Activities
Internal

Service Funds

S 2,482,625 S 592,278
64,943
2,488,988 -
867 207
221,138 -
8,697 62,505
5,267,258 654,990
1,298,617 -
26,258,189 1,338,702
27,556,806 1,338,702
32,824,064 1,993,692
660,942 10,966
114,080 94,389
1,226,198 -
2,001,220 105,355
147,159 1,333
10,763,640 -
10,910,799 1,333
12,912,019 106,688
15,566,968 1,338,702
4,345,077 548,302
S 19,912,045 S 1,887,004




CITY OF OAK PARK, MICHIGAN

[l Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds

For the Year Ended June 30, 2012

Business-type Governmental
Activities Activities

Water and Sewer Internal
Enterprise Fund  Service Funds
Operating revenues

Charges for services S 10,725,853 § 928,652
Miscellaneous 570 296,016
Total operating revenues 10,726,423 1,224,668

Operating expenses

Gasoline - 187,997

Professional services - 14,998

Supplies - 145,476

Postage - 56,948

Water 983,758 -

Sewage treatment 5,133,253

Transmission and distribution 898,597

Maintenance and operation 941,769

Customer accounting and collection 212,293

General and administration 331,229 -

Depreciation 651,160 198,717

Wages and benefits - 198,579

Insurance - 745,920
Total operating expenses 9,152,059 1,548,635
Operating income (loss) 1,574,364 (323,967)

Nonoperating revenues (expenses)

Interest income 30,156 1,444

Interest expense (365,384) -
Total nonoperating revenues (expenses) (335,228) 1,444
Income (loss) before transfers 1,239,136 (322,523)
Transfers in 50,000
Change in net assets 1,289,136 (322,523)
Net assets, beginning of year, as restated 18,622,909 2,209,527
Net assets, end of year S 19,912,045 § 1,887,004

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

[l Statement of Cash Flows
Proprietary Funds

For the Year Ended June 30, 2012

Cash flows from operating activities
Receipts from customers
Receipts from interfund services
Payments to suppliers
Payments to employees
Miscellaneous receipts

Net cash provided (used) by operating activities

Cash flows from noncapital financing activities
Transfers in

Cash flows from capital and related financing activities
Purchases of capital assets
Principal paid on long-term debt
Interest paid on capital debt

Net cash used by capital and related financing activities

Cash flows from investing activities
Interest and dividends

Net change in cash and investments
Cash and investments, beginning of year

Cash and investments, end of year

35

Business-type

Water and Sewer

Activities

Enterprise Fund

Governmental

Activities

Internal

Service Funds

S 11,450,531 § -
- 928,652
(7,018,851) (693,833)
(1,357,680) (665,114)
- 296,016
3,074,000 (134,279)
50,000
(14,559) (72,002)
(1,186,921) -
(365,384)
(1,566,864) (72,002)
29,431 1,363
1,586,567 (204,918)
896,058 797,196
S 2,482,625 S 592,278
continued....



CITY OF OAK PARK, MICHIGAN

[l Statement of Cash Flows
Proprietary Funds

For the Year Ended June 30, 2012

Business-type Governmental
Activities Activities

Water and Sewer Internal
Enterprise Fund  Service Funds
Reconciliation of operating income (loss) to net cash provided
(used) by operating activities:
Operating income (loss) S 1,574,364 S (323,967)
Adjustments to reconcile operating income (loss) to net cash provided
(used) by operating activities:

Depreciation expense 651,160 198,717
Change in assets and liabilities:

Special assessments receivable 37,138

Accounts receivable 672,634
Due from other governments 14,336 -
Prepaid items 1,410 14,670
Accounts payable 121,899 (25,681)
Accrued liabilities (1,676) 649
Accrued compensated absences 2,735 1,333
Net cash provided (used) by operating activities S 3,074,000 S (134,279)
concluded

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

[ Statement of Net Assets

Fiduciary Funds
June 30, 2012

Assets
Cash and cash equivalents
Receivables:
Accounts
Accrued interest
Investments, at fair value:
U.S. government obligations
Mortgage backed securities
Corporate bonds
Corporate stocks

Total assets

Liabilities
Accounts payable
Undistributed receipts

Total liabilities

Net assets

Held in trust for pension benefits

and other purposes

Pension and Other

Employee Benefit Agency
Trust Funds Funds
S 1,548,572 187,291
- 171
221,278
5,535,364
2,582,657
11,540,227
35,840,215
57,268,313 187,462
8,717 -
- 187,462
8,717 187,462

S 57,259,596

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

. Statement of Changes in Net Assets
Fiduciary Funds
For the Year Ended June 30, 2012

Additions
Contributions:
Employer
Plan members
Total contributions

Investment earnings
Net appreciation in fair value of investments
Interest
Dividends

Total investment earnings

Less: investment management expense

Net investment earnings

Total additions
Deductions
Benefits
Refunds, rebates and administration
Total deductions
Change in net assets

Net assets, beginning of year

Net assets, end of year

The notes to the financial statements are an integral part of this statement.

Pension and Other
Employee Benefit
Trust Funds

S 5,575,166
457,526

6,032,692

784,943
770,476
808,516

2,363,935
(208,117)

2,155,818

8,188,510

9,383,787
13,932

9,397,719

(1,209,209)

58,468,805

S 57,259,596




CITY OF OAK PARK, MICHIGAN

. Combining Statement of Net Assets
Discretely Presented Component Units
June 30, 2012

Economic Total
Development Brownfield Component
Corporation Authority Units
Assets
Cash and investments ) 11,801 § 22,985 S 34,786
Accrued interest receivable 8 8
Total assets ) 11,801 § 22,993 S 34,794
Net assets
Unrestricted ) 11,801 § 22,993 S 34,794

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

. Combining Statement of Activities
Discretely Presented Component Units
For the Year Ended June 30, 2012

Economic Total
Development Brownfield Component
Corporation Authority Units
Expenses
Community Development S - S - S
General revenues
Property taxes - 46,946 46,946
Investment earnings 5 49 54
Total general revenues 5 46,995 47,000
Changes in net assets 5 46,995 47,000
Net assets (deficit), beginning of year 11,796 (24,002) (12,206)
Net assets, end of year S 11,801 § 22,993 S 34,794

The notes to the financial statements are an integral part of this statement.
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CITY OF OAK PARK, MICHIGAN

[ \otes to Financial Statements

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Oak Park, Michigan (the "City"), was incorporated October 30, 1945. The City operates under
a Mayor/Council-Manager form of government and provides the following services as authorized by the
charter: public safety (police and fire), building ordinance enforcement, highways and streets,
sanitation, parks and recreation, public improvement, planning and zoning, library service, water, sewer
and refuse removal.

The accounting policies of the City of Oak Park conform to generally accepted accounting principles as
applicable to governments. The following is a summary of the more significant policies:

Reporting Entity

As required by generally accepted accounting principles, the financial statements of the reporting entity
include those of the City and its component units. The component units discussed below are included in
the City's reporting entity because they are entities for which the City is considered to be financially
accountable.

Blended Component Unit

The City of Oak Park Municipal Building Authority is a municipal, non-profit, non-stock corporation
organized under the laws of the State of Michigan, and is presented as a blended component unit. The
Municipal Building Authority is governed by a board that is appointed by the City Council. The City also
has accountability for fiscal matters of the Authority. Although it is legally separate from the City, the
Authority is reported as if it were part of the primary government because its sole purpose is for acquiring
and owning facilities for the use of the City of Oak Park.

Discretely Presented Component Units

The component unit columns in the government-wide financial statements include the financial data of
the City's other component units. They are reported in separate columns to emphasize that they are
legally separate from the City. The following component units are included in the reporting entity
because the primary government is financially accountable and is able to impose its will on the
organizations.

Economic Development Corporation (EDC). The EDC is a municipal, non-profit, non-stock corporation
organized under the laws of the State of Michigan for the purpose of promoting development in the City.
The Economic Development Corporation is governed by a Board that is appointed by the City Council. The
City has the ability to significantly influence the daily operations of the Corporation.

Brownfield Redevelopment Authority. The Brownfield Redevelopment Authority was established to
promote the redevelopment of, and private investment in, environmentally distressed properties within
the City. The Brownfield Redevelopment Authority is governed by a Board that is appointed by the City
Council. The City also has accountability for fiscal matters of the Authority.
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CITY OF OAK PARK, MICHIGAN
[ \otes to Financial Statements
Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reported separately from certain
component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and (2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental and enterprise funds are reported as separate columns in the respective fund financial
statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met. Agency funds, a type of fiduciary fund, are unlike
all other types of funds, reporting only assets and liabilities. Therefore, agency funds cannot be said to
have a measurement focus. They do, however, use the accrual basis of accounting to recognize
receivables and payables.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period or within one year for reimbursement-based grants. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures,
as well as expenditures related to compensated absences, claims and judgments, are recorded only when
payment is due.
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[ \otes to Financial Statements

Property taxes, franchise fees, intergovernmental revenue, licenses, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. Only the portion of special assessments receivable due within the
current fiscal period is considered to be susceptible to accrual as revenue of the current period. All other
revenue items are considered to be measurable and available only when cash is received by the
government.

The City reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all the financial
resources of the general government, except those accounted for and reported in another fund.

The neighborhood stabilization program fund accounts for federal grants passed through from Oakland
County for the community development block grant.

The municipal complex construction capital projects fund is used to account for the construction of a
new city hall and public safety building funded by the 2010 Municipal Complex Bonds.

The City reports the following major enterprise fund:

The water and sewer fund accounts for the operation of the City's water and sewer systems. The fund
is financed and operated in a manner similar to a private enterprise. The intent is that costs
(expenses, including depreciation) of providing water and sewer services to the general public are
recovered through user charges.

In addition the City reports the following governmental fund types:

Special revenue funds are used to account for and report the proceeds of specific revenue sources
that are restricted or committed to expenditure for specified purposes other than debt service or
capital projects.

Debt service funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for principal and interest.

Capital projects funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital outlays, including the acquisition or construction of
capital facilities and other capital assets (other than those financed by proprietary funds and trust
funds).

Internal service funds are used to account for the financing of goods or services provided by one
department or agency to other departments or agencies of the City, or to other governments, on a
cost-reimbursement basis. The City reports on four internal service funds: 1) the risk management
fund is used to accumulate resources from other funds, which utilize labor, and to pay workers
compensation premiums to the Michigan Municipal League's workers compensation pool, and for the
City's property and liability insurance; 2) the central services fund is used to account for printing,
duplicating, and mail services performed for the City's departments; 3) the motor pool fund is used for
the purchase and maintenance of the City's fleet through rental charges for equipment to other funds;
4) the court retiree’s health care fund is used for the accumulation of assets to fund retiree’s health
care for District court employees.
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Pension and other employee benefits trust funds are used to account for assets held by the City in a
trustee capacity for individuals, private organizations, other governments, and/or other funds. The
City has a pension trust fund and retiree’s health care fund - general and public safety, which accounts
for assets, liabilities, revenues and expenses in essentially the same manner as proprietary funds.

Agency funds are used to account for assets held by the City as an agent for individuals, private
organizations, and/or other governments. These funds are custodial in nature (assets equal liabilities)
and do not involve measurement of results of operations. The City has a payroll agency fund used to
account for payment of employee payrolls. It also uses an escrow agency fund used to hold assets
belonging to other persons or entities such as bond deposits.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financ